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% 5 k: describe the Mundell - Fleming model, the monetary
approach, and the asset market (portfolio balance)approach to

exchange rate determination;

5 1: forecast the direction of the expected change in
an exchange rate based on balance of payment, Mundell -
Fleming, monetary, and asset market approaches to exchange rate

determination;

2% 1 p: describe uses of technical analysis in forecasting

exchange rates.
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i e: explain international parity conditions(covered
and uncovered interest rate parity, **kforward rate
parity*#k, purchasing power parity, and the international Fisher

effect) ;

5 1. describe objectives of central bank or government
intervention and capital controls and describe the

effectiveness of intervention and capital controls;
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2 5 a: describe the expected effect of regular cash
dividends, extra dividends, liquidating dividends, stock
dividends, stock splits, and reverse stock splits on

shareholders’ wealth and a company’ s financial ratios;
2 /5 h: compare share repurchase methods:

#5 i: calculate and compare the effect of a share
repurchase on earnings per share when 1)the repurchase is

financed with the company’ s surplus cash and 2)the company



uses debt to finance the repurchase;

£ j: calculate the effect of a share repurchase on book

value per share;

%15 d: explain how clientele effects and agency costs may

affect a company’ s payout policy; (J§ A agency issues)

%5 e: explain factors that affect dividend policy in

practice; (J&JG in practice)
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/i b: explain credit scoring and credit ratings;

fiES,, Z{L7E Reading 41 Valuation of Contingent Claims,
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% i d: describe how interest rate options are valued using

a two—period binomial model;



